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COST AND MANAGEMENT 


Financial Statement 


THE CANADIAN SOCIETY OF COST ACCOUNTANTS AND 
INDUSTRIAL ENGINEERS 


Balance Sheet 
29th February, 1932 


ASSETS 
EE TS Sie eae Aare foe erty 7 ae OME Sy ATO EA EAU g SE IPRAaC CF $ 115.73 
Investments—Bonds at Cost (Market Value $3,245.00) .... 3,492.95 
a Rae TENNENT AEN 545 55550 davon avai eiyanasreveues baie SiN Gea Mie ss Zale Tera Kodera aS 39.58 
$3,648.26 
LIABILITIES 
Membership Fees Received in Advance ............+..000- $ 196.25 
Eee MOOY LOMA ERE BR EUGG 6655655 :055.6. 0:44 ccm sy 0:0 siatoiele seiale wmard 100.00 
PROCORMILE ION SAIOTY AV ADIC 66s ses de. ¢iclecois ors ceiasoeewns 304.30 
Surplus— ; 

Paiance; March 1. 2081 6.666 is cwsek deidie esas $2,577.26 

Surplus for the year ended February 29, 1932.. 470.45 
———. 3,047.71 
3,648.26 


Certified Correct. 
Fred Page Higgins, F.C.A. 
C. H. Pelling, C.A. 
Statement of Revenue and Expenditures for the Year ended 29th 


February, 1932 


Revenue: 
PesNSYNR EDEMRENENS EIOOR 93565 6h 50: 008s) 4:4 0 (eis 0 wievoige8 ar orecavery: wis) eaoesetevere $5,720.20 
IRR E occy Sa ata 6 atin ay/as aise aria lie 9 ORBAN ANS SIGIR UA OSES 175.00 
Ee eeuNI ROSIN TIS RNS MERU ONNNIO 5 5 coi. oS. e.00 0 aig og ers erarsrer a Qeielae a 220.61 
Ze I NOMORIOMOOD 6 66.6.5 o:6.0:0 oers 06's oiasersia eels eve 16.31 
ETRE TRNINS NUNN 6. Fc a aa. gt cov oSig as ler Sle acon ota Pare ETSI OD: 50.00 
$6,182.12 
Expenditure: 
RP RMON SOS: oo. coes oie 6:5 500-8 eieikieiblo. 0 w.0.0W 2 01d-4:4.000 0100 ee 
SOMONE Rema UTORRENT 3062.05 6 5 er pcos” de oie'e! Sule & 6a awe wiatala ee 1,194.04 
RR ECHR LONE EIRDIONED: io. ¢/.905:6-014.6 o.'0.0i0, 64.0 0:0 gel ereisieris bieaisiers 2,512.39 
NT EEE UNDE Wo ots Cg ges Oia V Ne aa aaa aE 19.52 
OREM EO IT ADE NA 5 ooo 5. 6 Grol sudone.oracee bit 4vo/bie eters otoreralcceece 470.45 
$6,182.12 




















REPORT OF PRESIDENT AND DIRECTORS 


Report of Presidents and 
Directors 


(Presented at the annual meeting of The Canadian Society of Cost 
Accountants and Industrial Engineers, Toronto, April 11, 1932) 


We have pleasure in reporting as follows on the activities of 
the Society in the year ended February 29th, 1932: 
Membership:—As from March 1, 1931, the junior membership at 
$5 a year was dropped, while the regular membership fee was reduced 
from $20 to $15 a year, so that all membership distinctions pr classes 
ceased on that date. We have a total membership as at February 
29th, 19382 of 427, compared with a total membership of 416 a year 
ago—an increase of 11 after overcoming the cancellations of a sub- 
stantial number of junior members. The detailed comparison is as 
follows: 
February 28,1931 February 29, 1932 





Chapter Senior Junior Total 
Montreal Chapter .......... 120 13 133 135 
Toronto Chapter ........... 94 30 124 167 
Hamilton Chapter .......... 34 26 60 45 
Central Ontario Chapter .... 19 7 2 23 
Winnipeg Chapter .......... 29 4 33 32 
Vancouver Chapter ......... 33 7 40 25 
329 87 416 427 











Finances:—The revision in membership fees reduced our revenue 
but expenses were reducd in proportion, and as a result, a surplus of 
$470.45 is shown for the year. The financial statement will be pre- 
sented by the Treasurer. Our investments are in Canadian Govern- 
ment bonds. Our stock of reference literature, which is extended each 
year, is provided out of current revenue. 

Chapters:—The six Chapters of the Society held a total of 54 
meetings during the year. The addresses and discussions maintained 
the high standard set in the past. The Chapters receive for local 
expenses 20 per cent of the fees collected from members, and such 
special grants as may be authorized by the directors of the Society. 
The following is a summary of Chapter financial results for the year: 








Balance brought Balance carried 

forward Receipts Expenses forward 

Montreal «00.0556 $467.45 $385.20 $447.09 $405.56 
POROMEO: sks ccse es 227.04 391.54 341.99 276.59 
To ee 61.85 137.87 156.18 43.54 
Central Ontario ... 35.01 72.28 43.17 64.07 
Winnipeg ......... 171.55 100.42 80.03 191.94 
Vancouver ........ 24.93 119.75 137.51 Tae 
HOGHIBS Sosie etc ecs nes $987.83 $1,207.01 $1,205.97 $988.87 








Because of the depressed business conditions prevalent through- 
out the past year, no attempt has been made to open any new Chap- 
ters but certain good contacts in new districts have been made. Our 
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officers in Montreal are warming up a friendly interest in the City 
of Quebec where we hope to establish a Chapter when conditions 
are better. Conversations have recently taken place with friends in 
Regina and Calgary were in combination with existing Accountants’ 
Clubs it is hoped to form Chapters when Western conditions right 
themselves. 

Death of George C. Leroux:—With feelings of regret and with 
a full appreciation of our loss we refer to the death in Montreal with- 
in the past year of George Leroux. Mr. Leroux was an enthusiastic 
member and worker in our Society and at the time of his death held 
the office of Vice President. In his place your Board appointed Mr. 
L. A. Peto as Vice President. 

Publications:—Our monthly “Cost and Management” was _ pub- 
lished regularly. The activities of the season now ending have de- 
veloped new material which assures our members of interesting and 
useful issues through the summer months. A pamphlet was also 
published covering the by-laws and outline of work of the Society, 
and the membership list. 

Reference Literature:—An increasing number of our members 
are making use of the reference data collected and kept on file by the 
Society. The range of literature is being enlarged to suit the widen- 
ed scope of the Society, and this feature of our work promises to 
become more and more valuable to members. 

Questionnaires :—Questionnaires on wage rates and on sales ex- 
penses were issued to representative list of members in February, the 
results being given in summary form in “Cost and Management” of 
March, 1932. 

Employment:—In spite of the depressed business conditions the 
Society was able to assist in the placing of a number of cost men. 
The fact that several requests came to our attention in recent months 
leads us to hope that in the near future the Society may be of more 
assistance in this way, both to members looking for positions and 
to concerns seeking skilled help. 

Visits to Chapters:—The President of the Society visited the 
Chapters at Montreal, Toronto, Hamilton, Central Ontario, and Win- 
nipeg during the past year, and as his representative, Mr. K. A. 
Mapp visited the Vancouver Chapter. The General Secretary also 
attended meetings of each Chapter of the Society. 

Membership Trophy.—The membership trophy, donated by the 
Society in 1930, was awarded to Montreal Chapter, G. T. Bowden, 
Chairman, for its gain in membership during the 1930-31 season. The 
Toronto Chapter, K. A. Mapp, F.C.A., Chairman, is the winner for 
the 1931-32 season. 

Prizes:—The sum of $80 previously donated to the Society for 
prizes, was distributed as follows: Best reports of Chapter activities 
in 1930-31 season, $25 to Mr. H. W. Blunt, C.A., Montreal; best paper 
presented to Society meetings by members not over 30 years of age, 
$15 to S. M. Milne, Winnipeg, and $10 to G. H. Sheppard, Hamilton. 
A further sum of $100 has been donated in 1931 by an anonymous 
members for prizes, for the best reports of Chapter activities in 
“Cost and Management,” and this has been awarded as follows: $50 
to R. Dawson, Hamilton; $30 to R. Schurman, Montreal; $20 to C. R. 
Dorschell, Central Ontario. 

All of which is respectfully submitted. 
H. E. GUILFOYLE, W. A. MCKAGUE, 

President. General Secretary. 
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ANNUAL GENERAL MEETING 


Annual General Meeting 


Minutes of annual general meeting of The Canadian Society of 
Cost Accountants & Industrial Engineers, held on April 11, 1932, at 
4 p.m. in Toronto at the Royal York Hotel. 

H. E. Guilfoyle, Chairman. W. A. McKague, Secretary. 

Minutes of Last Meeting. The minutes of the last annual gen- 
eral meeting, as printed in Cost ad Management of May, 1931, were 
approved, on motion, seconded and unanimously carried. 

Financial Statement: A financial statement for the year ended 
February, 1932, was presented by the honorary treasurer. Moved, 
seconded and unanimously carried, That this statement be accepted, 
and that when audited it be published. 

Report for Year: The chairman presented the report of the 
president and directors for the year. Moved, seconded and unani- 
mously carried, That this report be approved. 

Election of Directors: The following were nominated as direc- 
tors of the Society for the ensuing year: L. Belanger, G. T. Bowden, 
R. W. Louthood, L. A. Peto, J. Paul Rolland and R. R. Thompson, of 
Montreal; H. E. Guilfoyle, G. H. Houston, T. S. Jardine, K. A. Mapp, 
E. D. MacPhee, G. M. Mulholland, and Jas. Turner, of Toronto; A. J. 
Mouncey and G. E. F. Smith of Hamilton; E. Tailby of Centra] On- 
tario; W. J. Mundell of Winnipeg; and H. D. Campbell of Vancouver. 
The chairman then declared nominations closed and declared these, 
with the chairman and vice-chairman of the Chapters, duly elected 
directors. 

Auditors: Moved, seconded and unanimously carried, That the 
Society express its thanks to Messrs. Fred Page Higgins, F.C.A., and 
C. H. Pelling, C.A., for acting as auditors, and that they be reap- 
pointed for the ensuing year. 

Thanks to President: Moved, seconded and unanimously carried, 
That the Society express its thanks to Mr. H. E. Guilfoyle for his 
able work and active interest in the Society as its president during 
the past year. 

The meeting then adjourned. 

H. E. Guilfoyle, Chairman, W. A. McKague, Secretary. 





Directors’ Meetings Held 


in Toronto 


A meeting of the directors of the Society was held in Toronto, 
at the Royal York Hotel, on April 11, prior to the annual general 
meeting of the Society on that date. The prizes of $50, $30 and $20, 
for the best reports on Chapter activities published in Cost and 
Management during the past season, were awarded, on the recom- 
mendation of a special committee, to R. Dawson of Hamilton, R. 
Schurman of Montreal, and C. R. Dorschell of Central Ontario, re- 
spectively. The shield for the best membership results for the past 
year was awarded to Toronto Chapter, K. A. Mapp, chairman. The 
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meeting also dealt with regular business. The following directors 
were in attendance: 

L. Belanger and J. Paul Rolland of Montreal; H. E. Guilfoyle, 
G. H. Houston, T. S. Jardine, W. M. Lane, K. A. Mapp, G. M. Mulhol- 
land, and Jas. Turner, of Toronto; S. E. LeBrocq, A. J. Mouncey and 
G. E. F. Smith, of Hamilton; G. Earnshaw and E. Tailby of Central 
Ontario. 

A meeting of the directors of the Society was also held following 
the annual general meeting. The following directors were present: 
L. Belanger and J. Paul Rolland of Montreal; H. E. Guilfoyle, G. H. 
Houston, T. S. Jardine, W. M. Lane, K. A. Mapp, G. M. Mulholland 
and Jas. Turner, of Toronto; A. J. Mouncey and G. E. F. Smith, of 
Hamilton; G. Earnshaw and E. Tailby, of Central Ontario. 

The following were elected officers of the Society for the ensu- 
ing year: President, L. A. Peto, Montreal; vice-presidents, W. J. 
Mundell, C.A., Winnipeg, and G. H. Houston, Toronto; honorary sec- 
retary, G. E. F. Smith, C.A., Hamilton; honorary treasurer, ie, 
Mapp, F.C.A., Toronto. 

The proportion of fees allocated for Chapter expenses was dis- 
cussed,but in view of the uncertain financial outlook for the immediate 
future, no action was taken for the present. Arrangements were 
made to hold an examination in Montreal in May. 





THE TREND OF PRODUCTION COSTS 


Commodity prices declined from 69.2 for March to 69.1 for April, 
as measured by the Dominion Bureau of Statistics index number, with 
1926 as the base period. Comparisons by group are as follows: 


March Feb. March 

1931 1932 1932 
Foods, beverages & tobacco ............. 76.2 63.1 63.8 
CPENOL CORMINOTS BOOGE «..es.sccccccescaess 81.4 79.7 78.9 
PATE OUMIBUINIGES  OOOS 6 oo ii.0isisiosisasiss coves 79.3 73.1 72.9 
PPOGUCETS GUUINNENE 6 oii 6 oo 5s ce vecesc 90.6 91.1 90.8 
Building and construction materials ...... 83.9 79.4 79.1 
Manufacturers’ materials ............... 63.2 60.2 59.6 
All producers’ materials ...«.0sssccscess 66.9 63.7 63.1 
PAT) WOGOTS BOGGS a oie e610. 5555 60 8:0 00a 69.3 66.4 65.9 


The principal decreases in March were in the following: tobacco, 
leather, eggs, raw silks, aluminum, copper, lead, silver, sulphur, dye- 
ing & tanning materials, and paint materials. 

The principal increases in March were in the followig: domestic 
fresh fruits, canned fruits, and rubber products. 





NEW MEMBERS 





The following are new members of the Society: 
Montreal Chapter 
Ross-Ross, D., Howard Smith Paper Mills, Ltd., Cornwall, Ont. 
Pouliot, J. M., 389 St. Olivier St., Quebec, Que. 
Bacon, M. H., Consolidated Lithograph Mfg. Co. Ltd., Montreal. 
Galipeau, L., Regent Knitting Mills, Ltd., Montreal. 
Prefontaine, L., City Treasurer, Sherbrooke, Que. 
Hamilton Chapter 
Caskie, D. R., Firestone Tire & Rubber Co. of Can. Ltd., Hamilton. 
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STATISTICAL DATA and REPORTS for MANAGEMENT CONTROL 


Statistical Data and Reports for 
Management Control 


By E. D. MACPHEE, 
Comptroller, York Knitting Mills Limited, and Zimmerknit 
Company Limited. 


(Before Toronto Chapter, Oct. 26, 1931) 


HE problem presented by this title is a twofold one and may 
T well be phrased in terms of two definite questions, viz; “What 

statistical reports are needed for management control?” and 
“How should data be collected and collated for reports to manage- 
ment?” 


It is important that we consider briefly the situations that make 
such a topic as this deserving of attention from cost ‘accountants. 
There is much to be said for the attitude of the average president or 
managing director that the cost of statistical reports may well run 
away with the narrow margin of profits now being obtained in in- 
dustry. Let it be frankly acknowledged that until recently many 
successful concerns have operated with no other reports than the 
financial statement at the end of each quarter, half year or even year. 


The increased demand for reports arise from a number of changes 
now taking place, at an accelerated rate, in Canadian industry. 
These may be enumerated as follows:— 


1. Mergers, syndicates, ‘and other forms of consolidations are 
creating head office executive staffs whose contact with manufactur- 
ing or distributing units is dependent upon reports. This phase of 
industry is so relatively new in Canada that a technique for central 
direction is only in process of creation. Meanwhile, the efficient head 
office executive feels it uncumbent upon him to require a large variety 
and number of reports. Further experience, coupled with a modicum 
of common sense will doubtless lead to a reduction in his demands. 


2. The recognition that the financial statement is history, and 
only to a very limited degree, a tool fior control, has led to a demand 
for current data. Such a demand is well founded, and is in fact 


inevitable with the rapid tempo of present day business. 


3. A new class of executive has come into existence; foremen 
are no longer supposed to be senior mechanics, or gang bosses; they 
must now be regarded as department managers. From a limited 
experience with this type of executive, I am inclined to the opinion 
that a policy of throwing on foremen the responsibility for every phase 
of departmental control must be tempered with experience. We 
have some foremen who are competent to discharge all these duties; 
we have others who cannot, and yet who have particular types of 
skill or knowledge that make them valuable as foremen. 


4. The competitive struggle is making necessary more continu- 
ed, more intense, and more informed planning and replanning. This 
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is probably one reason for the introduction of increasing numbers of 
University men in industry. Such men naturally tend to formulate 
plans in terms of systematically collected data. A few instances in 
which highly valuable results have followed collection and analysis 
of fairly obvious data have tended to convince senior executives of 
the value of statistics and statisticians. 


5. Perhaps the major incentive to increased reporting has come 
from the pressure by auditors, cost accountants and industrial en- 
gineers whose counsel, advice and optimism have tended to build 
roseate pictures of the values to firms with vision, courage, system 
—and statisticians. 

I have no deire to minimize the value of reports. I want merely 
to emphasize this fact, that tabulations of figures may or may not 
be meaningful and that the answer to many statistical riddles will 
be found only by the person with enough experience and enough in- 
sight to go into the factory or out on the road and secure informa- 
tion that does not admit directly of quantitative presentation. I 
would not trust the validity of any set of cost accountant’s figures, 
unless I was assured that the types of data collected represented the 
really significant things in that operation. The first statistical 
principle is that data must be valid, must relate to and describe es- 
sential phases of the matter under consideration. Such a decision 
resuires intimate knowledge of the details of processing whether the 
process be manufacturing or selling. We ‘are in grave danger of 
securing too many meaningless reports. 


Principles to be Followed 


There are certain general principles that should govern reports 
for management control. 


1. Recognition of need must precede provision of a report. If 
an executive officer cannot be made to feel the need for reports, he 
is not likely to make much use of it, no matter how accurately or 
carefully it is prepared. If the cost accountant cannot convince his 
senior officer of the necessity for a report, it may mean that the 
cost accountant has not analyzed the process under consideration 
closely enough to define matters that are essential. 


2. Any report worth the time of clerks in preparation must be 
worth analysis and interpretation by the executive for whom it is 
intended, and the one to whom this executive is responsible. I would 
suggest that this principle is vital. I know some cost accountants 
go on collecting information for which no senior executive ever re- 
quires; to me this is wanton waste. Management officers may be 
just ‘as short sighted, just as stupid as these accountants think them 
to be, but on the whole they have reached senior positions by learn- 
ing to discriminate. Any report that is not used by at least two 
people—not, of course, necessarily in the same form,—should be 
suspect. 


3. The decision as to the reports to be collected should be cent- 
ralized in the hands of one senior officer. Only by this procedure 
can overlapping and repitition be avoided. Only such an officer can 
guarantee the adequate interpretation of reports. Only such an 
officer is in a position to modify or discard reports that have outlived 
their usefulness. 


4. The plan or organization of a business and a clear picture 
and definition of responsibilities of the various officers should pre- 
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cede a decision as to the reports to be prepared,—their content, type, 
frequency and interpretation. Send reports only to those who use 
them; have them prepared on items whose value you have demonstra- 
ted; make them as frequetly as they are needed and attach to them 
whatever interpretative comments you are competent to make. 


Essential Features of Reports 


To turn now to the second phase of this paper: Our task here 
is to discuss the essential features of sound statistical procedures. 
It will be difficult in a limited space to do more than mention many 
points, but I shall endeavor to pick out those which are most signi- 
ficant. 


1. Collection of data: 


Data may be collected continuously, e.g., a permanent inventory, 
or by a process of sampling. By “sampling” we mean not a random 
procedure, but a systematic one; e.g., every tenth dozen, or tenth 
operator, or tenth day. If it is decided to sample, consideration 
must be given to factors that may make for some constant error. 
For example, production totals every Monday should be a sample, 
but not a valid one, because there often is some weekly curve reaching 
a peak only in mid-week. 


2. The most important decision to be made concerns the choice 
of the statistical unit. In ‘the knitting industry we have a commer- 
cial unit, viz.; the dozen. As a matter of fact, this unit is of little 
statistical interest, either in manufacturing or selling. “Dozens of 
hose” mean nothing specific either as to amount of productive or 
non-productive labor required; the price range may vary so widely 
as ‘to make it only deceptive for sales. The choice of significant 
units is the basis on which all statistical procedures must stand or 
fall. In spinning and winding our unit is “pounds per count”; in 
knitting and dyeing it is “pounds of each fabric.” The unit in 
selling is determined by sales policy. If it is desired that every store 
shall carry some stock of every major line manufactured, then total 
dollar sales is not a valid unit. The unit would rather be “dollar 
value of line X;” “dollar value of line Y,” and so forth. 


The choice and definition of the unit—its nature, size, stability 
from year to year, whether directly obtained from process reports 
or derived by calculations—will determine not merely its value to 
the person for whom it is intended but also affects such factors as 
variations (called deviations), reliability of averages, form of graphs 
and diagrams and the correlations between types of data. Ié is 
important therefore that we consider still further certain principles 
to be observed in the choice of a unit. 





1. Select a unit that can be used by all persons interested in 
the process or department under observation. 

2. Avoid units that have a single use, that cannot be related 
to other data. 

8. Suspect units that show a consistently wide variation from 
day to day for the same person. Some variation is normal, but wide 
variations mean either that the unit chosen is dealing with unes- 
entials or the process itself is wrong and needs attention. 

4, Suspect units that do not show a considerable spread between 
individuals on the same job. The ratio of performance of the best 
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and poorest trained workers on the same task is probably at least 
one to three. 

5. As far as possible the unit should be used alike for manu- 
facturing, selling and accounting. 

6. In a department doing a variety of processing it is advan- 
tageous to devise a single unit. Time is of course the most constant 
unit, and should be used in preference to dozens, pounds or any other 
unit where time units are accurately measured. 

7. The size of the unit depends in part on the need, in part on 
trade practice. As purchasers of raw cotton, we are interested in 
variations of less than one-tenth of a cent per pound; in deying our 
costing unit is the pound of fabric. 

In general, it is important to select a unit that is naturally and 
regularly collected and that is normally checked. For example, in 
our shipping the most accurate shipping unit is probably the box of 
garments, but such an item is of no use in any other department 
and does not relate directly to production. 

The unit or units having been decided upon, the major statis- 
tical problems of importance ‘are,— 

1. Discovery of averages; 
2. Measurement of deviations; 
38. Graphical presentation. 


Discovery of Averages 
Suppose the sales manager wants to know the average weekly 
sales of one traveller over a period of twelve weeks. Assume 
further that these sales were in round figures,—$1100., $2500., $750., 
$2450., $3200., $600., $1400., $3600., $900., $2500., $2750., $3000. 


Just what do we mean by an average It may be one of three 
figures. Two only are shown here. 





Sum of all figures 24750. 
(2) = =. $2062.50 (Arithmetic mean) 
Nio. of items 12 


This is the average we all learned in school. The case shown 
above, however, illustrates the danger of the arithmetic mean. It 
does not strictly represent an average week; in point of fact, in no 
week were the sales within about $200. of the average. It is also 
greatly influenced by the variations that occur from week to week. 
If instead of a twelve-week period the sales manager had asked for 
a six weeks average, the “average” for the first half would have 
been $1,766.67, or for the second half $2,258.33. The fact that two 
low weeks happened to come in the first period lowered the average 
seriously. 

If you plan to use the arithmetic mean be sure you take a large 

number of items or instances before giving an average. 
(b) The figure most frequently occurring in any collection, called 
the mode is also ‘an average. In the example given above $2500. oc- 
curring twice may legitimately be called the average. It is useful 
in the textile industry in garment sizing; it is useful in payroll es- 
timates for banking. It is not so readily influenced by wide varia- 
tions from day to day or week to week. 

Any average requires further interpretation. As an average ‘a 
figure is supposed to indicate the “central tendency.” If the varia- 
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tion is too great it may be meaningless to speak of a central ten- 
dency. If for example production in a department is a highly sea- 
sonal affair varying for six months from 75 tio 125 dozen of one 
line per day, and for the other six months from zero production to 
40 dozen, it is quite meaningless to find a yearly average, or even 
a half-yearly average. Monthly or quarterly averages might, how- 
ever, be fairly reliable; i.e, the average might well indicate the 
“central tendency” in production for that period. This variation, 
commonly called deviation can be measured very accurately, but the 
reader is referred to statistical books for techniques and methods. 
A high deviation means a low degree of reliability in the average. 

One of the questions inevitably raised in the mind of the sta- 
tistician is this,——““How do I know that I have enough cases to es- 
tablish a reliable average.” Obviously, if one is investigating waste 
or shrinkage one would not be satisfied with half a dozen cases. 
It is probable that many more cases are needed, but it is possible 
that a half dozen may be sufficient. Without going into statistical 
devices, one may fiollow this rule “Add new cases until further ad- 
ditions of cases make no significant change.” In the instance cited 
above the statistically competent person should have rejected the 
average of $1766.67 on the ground that the picture for the next period 
of equal length was almost $600. per month higher. 

It is frequently advisable to present figures graphically in ad- 
dition to, or even instead of accurate figures. It is true that com- 
parative data are often best presented this way. If rapid presenta- 
tion of facts to a group is desired, some form of graph is almost in- 
dispensable. Any good book on statistics gives types of graphs and 
rules fior their construction. 

In conclusion, it should be repeated that the whole purpose of any 
report terminates in its interpretation. If the unit is accurately chos- 
en, if the number of cases is sufficiently large, if the deviations from 
the average are not excessive, statistics will give a valid, reliable 
measure of something. What that thing is, or in other words what 
the figures mean is of major importance. Generally the statistician 
should append his interpretations at the time he is working on the 
report. The greater the range of data he has at his disposal, the 
more relationships he is able to indicate, the more interesting and 
the more valuable will be his data. If the statistician be careful in 
collection of rata, honest and thoughtful in their interpretations, he 
will usually find management ready and anxious to use his data 
and reports for control purposes. 





Wage Incentives 


By G. W. RICE, 
Vice-president, The Bedaux Company, New York. 


(Before Hamilton Chapter, November 26, 1931) 


AN always controls his own destiny—some of you may say 
it is controlled for him by a woman—when it comes to work 
jor exerting effort he is not inherently lazy, but he only exerts 

himself in proportion to the pleasure he receives, directly or indirectly 
from that effort. 
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He will play golf, hunt, fish or ride his particular hobby with 
enthusiasm, expending energy with a prodigal hand, because it is 
his own inclination that he is following—he is his own boss, he is 
getting a direct return in pleasure, and this pleasure is almost di- 
rectly proportional to his proficiency as compared to other men; or 
in other words, to his success in competition. 


When a corporation hires a man it asks him to partially give 
up the control of his destiny. It offers him a certain amount of 
money for that part of his life which he spends in the plant. 
There is no pleasure to the man in the money itself; it is merely 
a medium which he knows that he may or may not exchange for 
pleasure to himself. 


We are accustomed to the use of money in the purchase of com- 
modities. We have learned to bargain. When we buy we give as 
little money as we can for what is purchased. On the other hand, 
when we sell we get as much as we can for the article sold, and 
let the purchaser beware. 


This talk is on incentives. 


Fear as an Incentive 


When the Pyramids in Egypt were built by slaves, they worked 
because they feared the lash or death at the hands of the overseers 
if they did not work hard enough to suit the boss. Was there any 
joy in their work? 


If a man’s earnings all go to “keep the wolf from the door” is 
there any joy or sponterity in his work. 


Fear is a poor incentive. Let us discard it and come back to 
money and see if that ‘alone is a true incentive. 


The Money Incentive 


In the early days one man hired another to work for him at 
so much per hour, the man hired exchanged his time for money. He 
however, worked with his boss and his ambition to “succeed in com- 
petition” caused him to do as large, or a larger day’s work than 
his boss. Here was a true incentive and measure of effort, but the 
money was not the incentive for effort, it paid for the time; to-day 
we must discard the hourly rate of pay with unmeasured effort. 
The money pays for the time only and we have no pacemaker. 
Also remember that our man has learned to bargain; he gives as 
little as possible for the money received—and tells himself that he 
is selling his time. 


Money is the sole incentive in piece work. Workmen cannot 
compare their proficiency through earnings on piece work except, 
and then only indirectly, in cases where two men are working on 
the same operation, done in the same way for the same piece price. 


Two men making the same wage at piece work do not have the 
same incentive to work, as one may use the money for pleasure and 
necessities, the other may use part for necessities and with the bal- 
ance pay for dead horses in the form of debts. 


Again, as we have recently had demonstrated to us the purchas- 
ing power of a dollar is not constant. 
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Piece prices have too often been inaccurately set. If too tight 
they are a source of grievance; if too loose, they are usually pro- 
tected through restriction of output, and can you blame a man for 
this, who has seen so many piece prices cut, when earnings reached 
a level above average. 


Suppose you were a woman, what would be your reaction if you 
were given a five cent piece rate and a man was given a ten cent 
rate for the same operation? Would it look just? Would you be 
happy? 

Need for Broader Policy 


I can say much against piece prices and but little for them as 
true incentives. It all comes back to this: Money cannot be a 
true incentive alone. Man must know how he succeeds in competi- 
tion to be happy. He will never work whole heartedly as he plays, 
unless he has a measure of the effort he expends, so that he can com- 
pare himself with others. 


I am not asking you to make work into a game, but I am telling 
you that you must give your workmen something besides money to 
work for. If you measure each one’s effort in terms of a common 
unit, which is accurate, and which has been proven accurate and 
just, to the operators, and if you post daily in each department a 
chart, showing for each day of the week for each operator, the num- 
ber of units of effort produced per hour, then each operator knows, 
and knows that you know, just how good in competition he is. Do 
this and you put into work the direct incentive of personnel pleasure 
which a man gets out of sport. 


Of course you must also pay wages in a fair and equitable man- 
ner, based on this measure of effort. This done you have the com- 
plete and rounded incentive fior labor as Bedaux sees it—Money plus 
Measurement. 


The Bedaux Unit 
So far we have described in a general way the great need of 
labor for a common yard stick to measure effort. Now, let us see 
how the Bedaux Unit of effort or “B” is used to the advantage of 
both Labor and Management. 


The “B” was originated by Chas. E. Bedaux about 1915 and since 
then the “B Measure” has been applied in about 500 plants, here 
and abroad. At present there are about 180 trained engineers ap- 
plying the “B Measurement.” 


A “B” may be defined as the amount of effort expended by the 
normal operator in one minute. It consists of a fraction of a minute 
of work plus a fraction of a minute of relaxation allowance, the 
proportions of work and relaxation varying with the strain of the 
operation, but always totalling one minute. 


Let us see what sixteen years experience have shown the Bedaux 
Company as to the need of industry for a measure of effort. 


By definition of the “B’’ a normal department on day work should 
be producing sixty B’s per hour per operator. We find that day 
work departments are producing at the rate of 30 to 40 B’s per 
hour, and piece work departments at the rate of 45 to 55 B’s per 
hour. Both classes, day work and piece work under Bedaux applica- 
tion come to between 80-85 B’s per hour. This shows that piece 
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work produced 33% per cent increase in production over day work, 
and that Bedaux produces on the average of 65 per cent increase 
in production over piece work. 

Your reaction to these figures may be that Bedaux compares 
well with the overseer at the Egyptian Pyramids. This is far from 
true. The operator in the Bedaux department working at an 80 B 
hour is working just about as fast as the piece worker in the de- 
partment showing a 50 B hour. The Bedaux operator is however, 
working much more steadily. This is where the large saving to 
management comes from in Bedaux application. 


Every plant has in it a certain level of idle time and waste 


effort. This is partly due to the operators, but largely due to 
management, supervision and poor planning. When acurate piece 


rates are set they must be set high enough to accommodate this level, 
which remains practically unchanged and of an unknown amount 
through the years except as new machines and new methods remove 
some of it. 

When a department in a plant is put under Bedaux application, 
there are figures in the pay roll department the next day which 
show, for the day before, how much money was paid out for the 
saleable results of human effort and how much was paid for these 
losses, also what caused them. With thee figures available the or- 
ganization must be poor indeed that cannot soon reduce the leak to 
a minimum. Steps can be taken today and the results seen tomor- 
row. The figures are so hot that alibis just do not seem to work. 


Covers Direct and Indirect 
Bedaux measures both the direct and the indirect operators in 
a plant and give the indirect operators an incentive to reduce this 
waste to a minimum and keep it there. The amount of this incen- 
tive is arrived at in a clear cut, easily understood manner and it 
makes those members of the indirect force, who receive it, function 
on the job as they never did before. 


The use of Bedaux establishes standard costs on operations, and 
is the basis for a practical and accurate method for finding labor 
costs in a plant. It is a measure of plant capacity and shows daily 
what portion of this capacity is being utilized. 

In process jobs, where an operator. is required to be at a cer- 
tain post, but only works a portion of his time, the money lost is 
indicated and frequetly results in a change in the process with large 
savings. 

To accomplish all these results B values must be set on all opera- 
tions, base rates set for them, the department started on Bedaux and 
posting sheets and analysis sheets brought into daily use. These 
two being the only essentia! Bedaux forms used. 


Base rates should be the equilavent of the local hourly rate on 
day work basis, for an operation. They should be carefully studied 
for the entire plant before the first one is set, as they should all fall 
into a plane and vary with the skill reauired for the different opera- 
tions. The base rate is paid for an hour of the operator’s time and 
the first 60 B’s produced in the hour. Any premium B’s produced 
are paid for at a lower rate, the value of a premium B being % of 
the amount paid for one minute by the base rate. The remaining 
% going into a reserve fund from which indirect premium is paid, 
when earned. 
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Measurement by Groups or Individual? 

Measurement of effort is essential to both management and 
labor. To management from the standpoint of control, and labor 
cost reduction. To labor from the standpoint of contentment and in- 
creased earnings. Shall we measure the group or measure the in- 
dividual? 

In this respect there are two schools of thought today. One 
advocates the application of incentive to the individual wherever pos- 
sible. The other believes in application to groups. In our particular 
practice, we believe very strongly in individual incentive for the 
simple reason that the average human likes to feel he is working for 
himself and would much rather stand on his own feet than be pulled 
along in some cases and dragped back in others according to the 
average of the group. 

The most ardent advocates of the group school admit that in- 
centive becomes more effective as the group grows smaller. Why 
not then carry this thought to its logical conclusion, which is, ap- 
plication to the smallest possible group, the individual 

There are exceptional cases where the difficulty of checking pro- 
duction or some such other reason makes individual application im- 
practicable. This is the exception rather than the rule, and common 
sense should handle this situation very nicely. While it is claimed 
that group application simplifies checking ‘and in some special cases 
provides a certain amount of supervision by the group, we believe 
that these few advantages are more than offset by the disadvantages 
incurred. 

I am sure at this point you will be interested in a few words 
on this subject by a man who is not an industrial engineer and has 
no axe to grind. He gives us the advantage of his experience with 
the application of incentive to both broup and individual. This 
gentleman is Mr. Robert W. Peden treasurer of the Mueller Brass 
Co., Fort Huron, Michigan. I am just going to give you the high 
lights, and if you wish the complete article, it may be found in the 
1930 year book of the National Association of Cost Accountants. 

“The experience of our company with a group bonus plan, I hope 
may be of some interest and value in the treatment of this subject. 

“Ours is a corporation employing approximately 1,000 men. It 
is to a large extent a jobbing business with a great variety and a 
great diversification of process and products. 

“In 1924. learning of the remarkable results of the group bonus 
plan in the Detroit area, we decided to install such a system in our 
rod mill. At the beginning we experienced a gratifying gain in pro- 
duction. Hiowever, a few months later we became concerned about 
the listless attitude of individuals and we were forced to the realiza- 
tion that the gain which had been made was negligible in comparison 
with the results which we knew were possible. During this period 
the standard hourly production of the principal machine of the de- 
partment was 19% units per hour. 

“In 1925, after about a year of experimentation with the group 
plan, we discontinued it altogether and placed all of the direct em- 
ployees in the mill on the Emerson bonus plan. Under this plan, 
which provided a smaller group bonus for the gang of seven men 
operating the largest machine, the average hourly pnoduction was 
raised from 19% to about 25 units per hour. 


“In the Fall of 1927, after a very detailed investigation includ- 
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ing personal visits to several other manufacturing establishments, 
we undertook the installation of the “Bedaux” system throughout our 
entire plant. A comparison of the effectiveness of our original group 
plan and our second plan of small groups, and finally our completely 
individualized unit system can best be understood by reference to the 
accompanying chart which is our labor analysis sheet for the rod 
mill from June Ist, 1928 to June, 1930. 

“In a period of two years, this department, which had required 
92 men under the group bonus, was producing the same output with 
only 40 men. The B hour of the entire department was raised from 
26 to 62; the payroll for a half month period was reduced from 
$6,103.09 in 1'28 to $2,261.99 for 1a two-week period in 1930. Under 
the group plan in 1928 we were paying $2.26 for $1.00 of effective 
work, whereas in May, 1930 we were paying only $1.15 for $1.00 of 
work. Incidentally, the average hourly earnings of all employees of 
the department was raised from 59 cents per hour in June, 1928 to 
67 cents per hour in 1930, an increase of 13.6 per cent and the prin- 
cipal machine which produced 19% units per hour under the large 
group plan and 25 units per hour under the plan of individual and 
smaller groups, had been raised to and maintained at about 40 units 
per hour. 

“The question which the proponents of the group bonus im- 
mediately will ask is—But what does it cost you in the form of ad- 
ditional clerical expense to maintain this elaborate system of indivi- 
dual measurement?” The answer is to be found on the following 
slide. We are business men interested primarily in profits, and only 
secondarily in systems and methods of labor control. We, too, want 
to know what it costs; hence, when we decided to change from one 
system to another we decided we would record both the extra savings 
and the extra expenses. The following slide indicates the results for 
the first fiscal year under the Bedaux plan. The gross labor sav- 
ings were $188,623.88, the total additional cost in the form of extra 
time study men, extra clerks, and extra professional services, was 
9,451.17, and the net savings or gain was $139,172.71. 

“T believe most strongly that a successful and efficient industrial 
organization must be built upon a foundation of individual effort and 
individual reward.” 

It may be well to point out that the item $49,451.17 which Mr. 
Peden mentions as the cost of extra time study men, extra clerks and 
extra professional services, would probably be reduced to ‘approxima- 
tely $10,000 or $15,000 per year when the extra professional ser- 
vices were dispensed with. 





Personnel in Industry 


BY J. E. MacPHERSON 
Vice-President, Bell Telephone Company of Canada. 


(Before Electrical Club of Toronto, January 6, 1932) 
cerned with keeping industry alive, with spreading a diminished 


volume of work over the greatest possible number of people, 
with making the payroll account feed as many as it can, discussion of 


A T such a time as this, when business management is deeply con- 
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PERSONNEL IN INDUSTRY 


personnel policies and personnel may seem academic and unproduc- 
tive. At a time when many have been forced by economic pressure 
into unemployment or short time—when to the worker holding his 
job is almost the only issue and wages and working conditions merely 
subjects awaiting discussion in happier times—it might seem at 
first thought that those things which are commonly regarded as per- 
sonnel policies are not pressing or timely subjects for discussion. 

Accepting what I conceive to be the deep meaning of personnel 
policy, now is the testing time of whatever policy any business or 
industry may have had, good or bad. It is the real time to consider 
its operation and results and to determine the improvement and ex- 
tension of that which is sound—the dropping of that which is ar- 
tificial. 

All policies are probed in these times—management must an- 
alyze motive as well as means. Management may be sure that un- 
consciously, perhaps, the worker has long since made his analysis. 
If, in his opinion, the general policy of the buiness is selfish—bent 
wholly on profit no matter who gets hurt or what normal principle is 
violated, the worker is not deceived by playgrounds—by welfare 
schemes, however plausible. 


When one is forced back upon the simple necessities of industry, 
he sees facts more clearly than when they were concealed in super- 
fluities. | He realizes that there are three responsibilities without 
which busines cannot go on, and that management has the job of see- 
ing that these three responsibilities are fulfilled fairly and efficiently. 

Responsibilities. 

The first responsibility is to the owners. If the business cannot 
be carried on so as to preserve their capital and to pay it proper wages 
—currently or cumulatively—the business goes under and there are 
no personnel or social problems to be answered. 


The next responsibility is to the public to be served. This in- 
cludes quality, availability, delivery, service, fairness of price—all 
these things which are part of successful manufacture, merchandis- 
ing, or service. 


The third responsibiity is to the employee. The success of the 
other two depends on him. His wages and working conditions must 
be fair, he must have a voice in them—and he must so view his part 
in the industry as to feel that its success is his concern and his 
success. 


Thinking things out to a conclusion is hard work. It is surpris- 
ingly difficult first to settle in one’s own mind exactly what is the 
broad policy of his industry, what is its definite objective—and then 
to find words that express it exactly and are to be understood and 
accepted not only by those engaged in the industry but by others. 


Take the business in which I am engaged — it was only a few 
years ago that its policy which had been earlier developed found ex- 
pression thus—“The best possible service at the lowest cost consistent 
with financial safety”. That is a sound policy, and not new, but I 
nel policy is inextricable interwoven with the general policy. If you 
which projects less worthy may have been measured and rejected. 
But anyone undertaking such a public expression must be sure of its 
and his integrity. If it be insincere, public and workers know it and 
their judgment is such as one might expect from such detection and 
is only so helpful as the industry rightly deserves. If that policy 
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be wholly selfish, no pious expression can fior long conceal that 
quality. 
Human Action. 

Whatever may be the policy of any buisess, it can be expressed 
only by human action of those engaged in it. Therefore the person- 
nel policy is inextricably interwoven with the general policy. If you 
have but one employee you have some sort of personnel relation and 
policy towards him—and he has as part of his life the interpretation 
of your business policy. If that policy be sound and he believes in 
it, he will give it enthusiastic expression—sometimes naive but al- 
ways sincere. 

If the high-sounding slogan and the low acting business are at 
variance the employee will not be the interpreter of the misleading 
“theme song”. He knows better and will continue just to work for 
his pay. 

Assuming a sound business policy understood and defined—what 
of the personnel policy by which it lives? 

That too is a tripod. It requires three competent and equal legs 
to stand secure. 

In relation to mangement it must serve to make the business 
efficient and profitable. Speaking broadly no feature of personnel 
policy, no one of the other policies of any business have any place 
therein unless the cost of them directly or indirectly brings a return. 
That return cannot always be expressed in dollars. 

In relation to the individual it must serve to make him enjoy 
doing his work—secure, so far as that can be done in these parlous 
times, and discontented only as he is moved to qualify himself by 
doing a good job to get on to a still better one. 

In relation to society, a sound personnel policy requires that 
whatever is done right, is socially desirable—fair in its incidence on 
the body politic, not alone pleasant and convenient for management 
or worker, or both. 

With these three in accord, it seems inevitable that the only 
sound personnel policy in that which encourages the individual to de- 
velop himself by education, by industry, by thrift, by provision 
against the misadventures of life, to be a better and happier indi- 
vidual—so a better member of society, so a more productive worker 
in whatever industry he may have undertaken, so a profitable partner 
and a helpful promoter of its policy. 

In other words, to feel that he is not a wage slave, a hireling 
whose relation to the business brings and ends with the sale of his 
time—not even a contractor for so much result for so much pay, but 
a member of the team, keen todo his part for the success of the whole. 
He is inspired by his konwledge of the scheme of play—of his part in 
it, large or small, by knowing that the others depend on him to do 
his share and that his teammates are equally dependable. While 
this is a co-+operative state of mind, induced by contact, confidence 
and conference, it must be based ion fairness of administration and 
efficiency of management. 


Demand Efficiency. 


It has been well said by one well qualified “In this matter of an 
employee’s fooling towards his company there is nothing that wins 
his respect more surely than strict demands for efficiency. The 
employee has little esteem for any measure presumably for his bene- 
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fit which has for its basis nothing but a paternalistic spirit or slushy 
sentimentalism.” 

The sound personnel policy requires also that wages and work- 
ing conditions, in which the worker should have his say, should be 
such as to make it possible for him, if he chooses to manage his 
affairs with care, to carry on his work without being subject to con- 
stant anxiety as to making ends meet. 

There are other things he could do for himself and for which 
the industry can give him opportunity. Opportunity for the indi- 
vidual is the basis of sound personnel as contrasted with sentimental 
paternalism. The industry’s part should be limited to concern as to 
the accidents of life and provision of help for those misfortunes 
which fall unevenly upon people and which are sometimes beyond the 
strength of the individual. That care, as well as help in provision 
for old age ‘and for family readjustment following death are things 
which industry generally owes to long and faithful service and which 
industry must carry. But the first principle of personnel policy is 
that it is highly individual, however general the practices may be, 
and that it should develop a sturdy individualism capable and happy 
in playing its full part in the coordinated effort of the full team. 

I have laid much stress on these purposes and principles, be- 
cause they are the sound foundation of which personnel practices are 
established. 

With correct principles understood and accepted, personnel 
methods are but the mechanics for fulfilling the principles. It is 
easy in this or any other special service, particularly on the staff 
side, to lose sight of the end in the means, not to see the fiorest be- 
cause of the trees. Nevertheless the most lofty principles are void 
without practice and the mechanics of personnel policy when operated 
in the right spirit, are most interesting in their practice and satisfy- 
ing in result. 

It is not easy to say what comes first—it might well be employ- 
ment, but under what conditions, and what are conditions on which 
the employed have had no discussions? So the order in which some 
of the details on which I touch briefly is not essential nor is it 
necessarily logical. 

Perhaps they might be divided roughly into three groups, those 
which have to do directly with the daily work of the employee— 
such as selection—job specification—personnel specification. These 
involve understanding of the job necessary to get the work done and 
the selection of the people best able to do it. 

Training and Educating.—Here too comes in one’s own compre- 
hensiion of the needs of the job and the selection of the likely men 
for training and promotion. 

‘Paying.—The proper wage level is that which compares fairly 
with the wage for like occupation in the same locality and which will 
hold the services of the highly skilled people necessary to produce 
first-class results. These wages should permit life insurance, saving 
for emergencies and old age, as well as some share in the amenities 
of life—at least during periods of normal business activity and steady 
employment. The wage levels and their application should be 
thoroughly understood by the worker and adjustments should be dis- 
cussed and concurred in. 

Supervision.—This is one of the most important features of per- 
sonnel activities—it involves selection and promotion and one of the 
imperative qualifications for supervisory work is the ability to trans- 
mit to the group and main body knowledge not only of their work— 
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that is a primary task—but knowledge of the general purpose and 

policy and the place where any job even the humblest fits in. This 

assumes, of course, the management understands what it is all about. 
A Day-to-Day Job 

From 'the foregoing one must deduce that the carrying out of the 
personnel policy is a day-to-day part of the administration job carried 
out by everyone having any supervisory responsibility, great or 
small. The staff work is to observe, devise, suggest, help when 
wanted. 

These appear to be in the principal features of personnel respon- 
sibilities associated with the daily activity of the employee. 

Associated, but in another group, are those which selate to health 
promotion, to phy sical environments, to safety, to recreation, to social 
activities. 

The very name of these are their own explanation, and while 
in most of these the employer has a direct responsibility, as for in- 
stance in sanitary surroundings, there is much opportunity for the 
worker to develop his own helpful ideas and so advance himself. 

There remain those important responsibilities which are not di- 
rectly related to the day’s work or to the surroundings in which 
it is done. For instance the provision of sickness absence pay- 
ments. The extent to which an employee can provide or sickness is 
limited; industry must help, lest the task quickly becomes a general 
social burden. The same obligations appear in connection with old 
age. While the industry cannot undertake the whole burden, it can 
and should co-operate with the individual in his effort to take care 
that his non-earning days are provided for by the thrift that has 
been encouraged during his active years—to supplement the annuity 
intended to secure the faithful servant against want. The social 
duty is there involved, ‘and the industry, if it be wise, will discharge 
it directly rather than wait to be compelled by the state to do it 
indirectly in the necessarily impersonal manner of such undertakings. 
At the death of the employee there is a period wherein his depend- 
ents must adjust themselves to a changed state of affairs. Here to, 
there is an obligation which industry cannot overlook—particularly 
in the case of long service people. 

I am not particular whether provision has been set up on a 
company-sustained basis, intended to supplement the efforts of the 
individual or whether it is a joint-effort plan. I prefer the former 
as putting no compulsion on the employee but encouraging him to 
stand on his own feet—the important thing is that there should be 
some such provision. 

Stock Purchase Plan 

I have mentioned more than once that the worker should be 
encouraged to do as much as he can for himself—that the employer 
should bend himself to making it convenient for the worker to ac- 
quire some measure of financial independence—rather than do it 
for him even as his agent. Our Stock Purchase Plan has that ob- 
ject in view. The Bell employee can, if he will, put aside 12 per cent 
of his pay in that way by investing in his own company, and over 
10,300 of them are doing so ‘at this very time. This figure does not 
take into account completed subscription over a period of years, 
but when I tell you that 11,000 out of 19,800 shareholders are women, 
it may be assumed that many of the women of our company have so 
invested. 

The same freedom for and encouragement of the individual is 
our policy as to life insurance; salary deduction for payment on 
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separate policies, suited to the needs of each individual, has been 
adopted and over $7,000,000 written on that plan. 

The benefit of thrift is preached and its exercise encouraged in 
many ways—all with the belief that the provident worker is a happier 
man and therefore a better worker and so a better citizen. 

One of the most anxious personnel problems as it is to the 
individual worker at this time is security of employment. Even 
those industries which thought they had employment stabilized have 
had their hopes upset during the past two years. The problem is 
one which presses upon all of us, and to which the economist and 
prophets give no clear answer. It seems to me that large industries 
separately—or groups of like industries—must find for themselves 
some means of averting or of meeting situations like the present. 
We have got too much the habit of looking to Government to do 
these things. The more we do so, the more will our tax bills be 
a source of grief and the less right shall we have to complain about 
them. 

But it will go a long way to a good solution if we state the 
problem as one of “employment-insurance,” provision of means to 
carry on useful work when ordinary employment falls below normal. 

Unemployment insurance is provision to pay a man when he is 
idle — employment insurance being devised to save him from be- 
coming idle. 

Have I left ‘the most important to nearly the end? 

I think so. It is dealing jointly with employees. The founda- 
tion of sound principles and policies having been laid, all that follows 
is operation—all subject to discussion with the understanding by 
the worker. There is reason to be careful as to the form which 
representation takes — as to the frequency and manner of the dis- 
cussions. But these are of little importance compared with the fact 
that there is frank and fair conference and discussion, and conclusioo. 
It may be that at these times shortened hours may have to be con- 
sidered but what better preparation for getting at the best and 
wisest adjustment than a history of joint-conference where the dis- 
cussion has ranged over every phase of the work and where contact 
has begotten confidence, conference and co-operation. 

Just ‘as you may have a good pension scheme and a poor wage 
policy—so you may have many good personnel policies, but without 
employee representation their value is greatly lessened. 

Management has responsibility and must retain the ultimate au- 
thority, but the employee body has the right to know and to under- 
stand. 

A story often quoted in relation to personnel work and the at- 
titude of the worker is that of the stone masons working on the cathe- 
dral. The first questioned as to what he was working at said—“I 
am working for so much a day,” ‘the second—“I am dressing this 
stone so that it will be exactly to pattern and fit in its place.” The 
third, inspired by knowledge of the project and by his share in it 
said—“I am helping to build a cathedral.” I have heard the story 
told more than once, and always applied to the worker—in that he 
had been told and had understood the grand conception of those who 
gave, of those who planned, of those who were directing its fulfil- 
ment. To that interpretation, sound as it is—and apposite—may I 
add this—let industry be sure that it has planned and is building 
something as fine and enduring as the cathedral—let it put its pur- 
pose on that high level—take the worker into its confidence— the 
worker—his hope, his courage developed by that confidence—will not 
fail himself or the industry. 
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The Uses of Costs 


BY W. A. McKague, 
General Secretary, Canadian Society of Cost Accountants ¢ Industrial 
Engineers. 


(Summary of remarks before Vancouver Chapter, September 15, and 
before Winnipeg Chapter, September 29, 1931) 


COST system may be installed for one of several reasons; but 

the costs, when promptly and accurately developed, are nearly 

always found of wider use than had been originally intended. 
To be capable of the widest application, costs should show at least 
the following main divisions: direct costs; variable over-head; fixed 
overhead; and sales expense. These should be worked out by depart- 
ments, products or services. The following are the most important 
uses of costs. 

1. Determination of Lines. The desire to know what products 
are being handled at direct loss, and what products are meeting the 
overhead, is frequently the main cause for installation of a cost 
system, so this is obviously one of the principal uses. Knowledge of 
the costs does not necessarily result in dropping of a line which is 
showing a direct loss. There is usually some possible solution, through 
change in price or volume. Even if these fail, the management may 
decide to continue, for the product may be needed to fill out the 
company’s lines. But the management at least knows what loss is 
being incurred from this source, and may effect some reduction in 
this loss. Other products are found to be meeting their share of the 
overhead, or more. The cost figures, in conjunction with other re- 
cords of the business, make it clear to the management what lines 
the company is best equipped to handle, by reason of its plant loca- 
tion, design and equipment, and its sales organization. Thus a firm 
may own trade names of high standing, and may be able to make 
high quality goods at a profit, but may not be able to compete in 
cheaper competitive lines. 

2. Determination of Prices. Few concerns are able to set 
their prices according to their costs alone.. Prices are usually limited 
by prices of goods which compete or which may be substituted. 
But in the long run, prices must be adjusted to average costs, for 
the price must be adequate to sustain in business a sufficient number 
of producers to fill the demand. Also, in respect to immediate 
policy, costs do show the minimum price required to return cover 
direct expenses, and this should be the minimum acceptable selling 
price unless there is some other strong reason for incuring a direct 
loss. Knowledge of the costs is of further value in indicating pro- 
bable results from a series of different price levels. 

3. Determination of Volume. Due to the growing bug-bear of 
overhead, costs have probably been the basis of many more decisions 
regarding volume that had been contemplated when they were in- 
stalied. In nearly all manufacturing operations, costs decrease as 
volume increases. Volume itself is nearly always elastic, i.e., capable 
of some change through prices and sales effort. Thus both the price 
and the sales effort have to be considered in the attempt to reach 
a satisfactory margin of profit through increased volume. 
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4. Determination of Sales Policy. Knowledge of costs of selling 
as well as costs of producing often brings unexpected conclusions. 
Obviously the sales expense budget must be so set up with a view of 
developing the necessary volume in the profit-making lines. Details 
of sales expense which should be carefully examined in the light of 
cost information, are salaries and commissions, advertising, sales 
promotion or service, packing and shipping, freight allowances, and 
discounts. 

5. Determination of Production Methods. If margin is unsatis- 
factory, the production costs or methods are one of the first points for 
attention. In these circumstances at least, there is nothing to be 
gained by keeping the costs as an office secret. A fair presentation 
of the problem to the department heads may result in the needed 
economies. Thus the costs may become aids in purchasing, in setting 
of wage rates, and in establishing standards of efficiency generally. 
Comparison of costs of partly finished goods, or of sub-assemblies, 
with prices at which these might be purchased, may reveal strength 
or weakness in the department concerned. 

6. Determination of Inventory Values. Accurate valuation of 
inventory is possible through knowledge of costs; therefore without 
a cost system, balance sheet or statement of profit and loss may be 
open to question. 

7. Determination of Efficiency of Organization. Cost records, 
if maintained more or less uniformly among competitors, make it 
possible to test effiiciency of production through the medium of a 
trade association. Such comparisons have already done much for 
the improvement of business. 





Population, Industries and 
Overseas Trade 


BY R. R. THOMPSON, M.C., V.D., A.C.A. (ENGLAND), C.A. 
(CANADA) 


(From “Industrial Canada”) 


HE whole world is passing through one of the greatest economic 
T ana financial crises of history. This has probably been caused 

by (1) general lack of international confidence, principally due 
to lack in most «countries of gold reserves with which to back the 
credit necessary for international commerce; (2) badly balanced pro- 
duction in different areas. 

To these causes Canada must add (38) the situation which re- 
sulted in her having stocks of wheat on hand instead of money in 
circulation, and (4) the boom on the stock market which resulted 
in people spending wildly on the strength of money which did not 
exist, so that now, to make this good, they are having to reduce ex- 
penditures, which would ordinarily be made. 

Because of the far-seeing action of the Canadian banks, Canada 
was hurt less by No. 4 than was the United States of America, but 
No. 3 has been her own special trial. Yet, despite these, Canada 
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is numbered among the countries suffering least in the world as a 
result of the crisis, and for this we must thank the far-seeing men, 
who developed her manufacturing, lumbering and mining industries, 
so that now she is far from being completely dependent on her agri- 
culture. Canada must be fundamentally sound, or she would not 
be in her present position. 

There are many hopeful signs that the rising generation intend 
to develop the industries and commerce of this country on sound 
financial lines. It is already a matter of comment in the universities 
that some of the best students are in the commercial sections, wrest- 
ling with the problems of economics, accounting, and so on. These 
men are receiving the special mental equipment necessary nowadays, 
so that they may become leaders in our industrial and commercial 
life. In the past, when a crisis like this arose, we were in almost 
complete darkness, but now, owing to the study of these and kindred 
subjects, we are groping our way to better and better light. Already, 
economists can indicate with fair certainty the causes of the present 
depression, and accountants can tell the steps that should be taken by 
industrial and other commercial ;concerns, such as the reserves they 
should set aside, to prepare for similar crises in the future. 

After all, the whole life of the country, cultural and otherwise, 
is almost completely dependent on its industry and commerce. Be- 
cause of this, I am going to plead that, in addition to continuing 
to send many of our best students to our universities for the study 
of financial and industrial problems, there should be continual, wide- 
spread, and definite research throughout Canada, as to how we may 
improve our commerce and take full advantage of the revival of 
world-trade, which is certain to come. 

We need more people in Canada to help to pay for the general 
expenses of running the country, to provide a larger home-market, 
and to strengthen the country generally. The surest way by which 
to retain the native Canadian at home, and to draw here that splendid 
British stock which we so much desire, is to provide a demand for 
labor and to provide also happy conditions of life. There are signs 
that the future demand for agricultural labour will not cause this 
demand. A wider development of mixed-farming will help, but it 
will be far from sufficient. In any case, there is always a large 
fraction of our sons and daughters of the farm who wish to gravitate 
to city life, and some will leave the country in order to obtain it. 
We must look for additional means, as well as farming, to provide 
work and happy living conditions. Mining will help, but ,by itself, 
will not provide the means of livelihood for the increase in population 
that we need. In the future we must manufacture more and more 
of our raw material before export, and sell Canadian skilled labour 
and power as well as the material itself. 


Points of Advantage 

To have cheap production in an industry, a country must have a 
big advantage with regard to one or more of the principal items which 
make up the cost of production. Let us consider the usual items 
in order. 

Raw Material out of which the Finished Product is Made. If this 
usually forms the bulk of the cost in an industry, and it is found in 
Canada near a place where it can be conveniently manufactured, she 
has an advantage at once. We found this out some time ago re- 
garding paper, and some cereal products. We have only commenced 
to explore the possibilities of manufacturing our mineral wealth. 
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In the metallic minerals we are already producing large quantities of 
copper, gold, lead, nickel, silver, and zinc, besides smaller amounts 
of arsenic, bismuth, cadmium, cobalt, palladium, rhodium, platinum, 
and others. Our fuels include ‘coal, natural gas and petroleum. There 
are twenty-three non-metallic minerals produced in Canada, the prin- 
cipal being asbestos, gypsum and salt. Canadian porcelain insulators 
are among the best in the world, because of our manufacturers hav- 
ing made them to stand the rigours of the Canadian winter. Cana- 
dian clay is used for eleven different kinds of brick, beside eight other 
products from fire-clay bricks to tiles and pottery. Other structural 
materials include cement, lime, sand and gravel and stone. There 
is a similar variety of raw materials to be found in our animal and 
vegetable products. 


The Labour Element 

Labour, The cheapest labour is usually the most intelligent. 
The unintelligent producer of spoiled goods is the costliest worker 
of all. Climate is a very potent factor in the formation of national 
character. Practically everyone must use his common sense and fore- 
sight in a Canadian winter, and the result is a collective gain for 
the Canadian character. 

Many Canadian manufacturers know how well they are served by 
Canadian labour, because of its skill and reliability. In the manu- 
facture of electrical machinery and apparatus, and hydro-electric 
plant and equipment, experience, coupled with their natural good sense 
and intelligence, will make Canadian engineers and workmen pre- 
eminent. For the same reasons Canadian engineers and artificers 
engaged in the production of aeroplanes and agricultural machinery 
should be and are excellent. If the necessary trained workers to 
commence an industry are not available in Canada, they can usually 
be obtained in Britain; and British workmen have no superiors in 
the world, and, at heart, are steady and conservative. 

Power, All industries which have large masses of machinery 
to keep in motion will have a big advantage in the country where 
they can obtain a large and steady supply of cheap power. In most 
of the countries of the world their water power suffers great diminu- 
tion in volume during some season of the year, and, during that period, 
capital sunk in their water-power plants is producing little, so that 
resort has to be made to steampower. If this is done, it entails a 
double outlay of capital in plant and consequent extra heavy expense, 
in many cases prohibitive. Three countries in the world are pre- 
eminent for their steady supply of flowing water and in the vast 
number of their lakes—natural, almost ready-made and therefore 
cheap, reservoirs of water—in proportion to their size, and no other 
countries have anything like the same proportion. These are Canada, 
Sweden and Finland, and there is no question as to which is the most 
os. lanes of them in every way. Their respective areas are as fol- 
ows: 


sq. miles 
CARA ie aie Scruton oad wot ea 3,729,665 
SCHON oo.b.i: deco baie 6 CCEA ea aean 173,035 
PUREE ok ose esi esnededoneewewouees 149,586 


Again, it is expensive to convey hydro-electric power long dis- 
tances, because of the heavy capital outlay required for cable towers 
and other plant. Accordingly, the great advantage will rest with 
the countries, which have the greatest and most widely diffused 
sources of supply. Here, also, Canada has an immense superiority 
over every other ‘country in the world. From this one can under- 
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stand why in the United States only about 36 per cent of the gen- 
erated electric power comes from hydro-electric sources, while in 
Canada practically 98 per cent is from water power. 

The use of electricity in different industries is extending steadily. 
Electric refining was first employed in the production of copper, but 
is now being extended to other metals. Electric current is being 
used in the extraction of these metals from their ores. The growth 
of Canada’s chemical industries ewes much to the hydro-electric 
development. Calcium carbide or acetylene, which lights towns in 
the West Indies and South America, is made from Canadian limestone 
by hydro-electric power. Limestone and crushed coke fused, combined 
with nitrogen fixated from the air by electric power, produce cyana- 
mid, which is used in the production of improved raw cotton. The 
manufacture of nitric acid, ammonium nitrate and explosives, the 
reduction of magnesium and the production of many chemical com- 
pounds are now being developed on a commercial basis. The great 
heat which can be produced by electricty indicates that the day 
of the electric furnace in Canadian industry is yet to come. Let us 
think carefully of this, and remember that only 12% per cent of the 
known available waterpower resources of Canada are as yet developed. 

Building or Space Charges—Many industries must have large 
areas of land available for their plant, so that production can be 
organized and reorganized as conditions change, on the best possible 
lines. Certainly, Canada has land as cheap as any other manufac- 
turing country of importance, and cheaper than a good many. 


Transportation Helps 

Transportation, Where raw material is bulky or easily damaged 
in transit, the industries which manufacture it will tend to get as 
close as possible to the source of its supply. Where the finished goods 
are bulky or fragile, the manufacturing points should be placed as 
near as possible to their markets, or to water transportation to them. 
Canada is particularly well served for cheap railway transportation, 
and, when we consider her position for inland water and ocean trans- 
portation, her naturai and potential advantages become very mani- 
fest. Today a few canals have made it possible for lake freighters 
drawing 14 feet and of about 2,300 tons, from the heart of the con- 
tinent, to discharge their cargoes at Montreal, itself the head of a 
gigantic natural sea-canal to the Atlantic, the River St. Lawrence. 

The day may be far off, but will surely icome, when the St. 
Lawrence waterways will be deepened under predominant and un- 
questionable Canadian ownership, so that lake freighters of over 
10,000 tons and drawing 25 feet will tranship their cargoes into 
ocean freighters at Montreal. Such large lake-freighters with their 
comparatively low engine power and consequent low overhead expense 
will provide possibly the cheapest transportation in the world. The 
St. Lawrence has the great drawback of being closed by ice several 
months in the year, but that is far outweighed by its immense ad- 
vantages. 

The Maritime Provinices border on the sea, with ports open all 
the year round, and a large proportion of their future prosperity 
will lie in their overseas trade. Nova Scotia is practically an island 
with a wide natural bridge to the continent to facilitate rail trans- 
portation, and, at least, one of the best harbours in the world. On 
the Pacific slope, we find British Columbia with the finest set of 
harbours on the whole western coast of North and South America, 
and they are open all the year round. Across the Pacific lies China, 
the greatest potential market in the world, and Vancouver, partially 
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because of the curvature of the earth, is roughly a day nearer that 
market than San Francisco. That saving of a day means voyages 
and cheaper freights, and it is an advantage that nothing can take 
away. Canada fronts on two oceans, one of them, the Pacific, the 
theatre for the last great development of world "trade. Canada’s 
future lies in the development of her overseas trade. 


To summarize, industries in which the raw material is produced 
in Canada and forms a large portion of the cost, and which require 
highly intelligent labour, plenty of cheap power, and a large area of 
land for their plant, will probably be able to locate themselves in 
Canada at points where they can obtain cheap transportation, and 
conduct a profitable overseas trade. 


T IS useless to manufacture goods for sale, unless there are mar- 

kets in which it will be possible to sell them. Again, it is wise to 

have the markets, in which a country sells, as diverse and as 
widely spread out as possible, so that a depression in one may be made 
good by flourishing times in another. Accordingly, we must study 
our overseas markets, develop those who have, and find out new ones. 
Our best markets are Brtain and the United States, and these countries 
take more than half of ovr products. After them come Australia, 
British South Africa, British West Indies, Newfoundland and New 
Zealand, within the Empire, and without, Argentina, Belgium, China, 
France, Germany, Holland, Italy and Japan. Our 1930 exports to 
these countries, (other than Britain and U.S.A.) were worth about 
$230,000,000, which is a help to any country’s overseas trade. The 
diversity of manufactured articles sent would surprise a good many. 
The following is a list of a few of them, prepared almost at random, 
countries taking large consignments having been added occasionally. 

Automobiles and parts. 

Binder twine (Argentine, British South Africa). 

Condensed milk (British West Indies). 


Electric apparatus, etc. (British South Africa and Brazil). 

Electric vacuum cleaners (Germany, Holland). 

Farm implements, harvesters, binders, mowing and other agricultural machines. 
(Australia, British South Africa, New Zealand, Belgium, France, Germany, 
Italy). 


Fish, pickled, canned, etc. 

Furniture (British West Indies). 

Rubber tires, shoes and other goods (Argentine, Australia, British South Africa, 

New Zealand). 

Sewing-machines (Argentine, Brazil). 

Silver-bullion (China). 

British India, the Straits Settlements, Coylon, British East and 
West Africa, and the countries of South and Central America at 
once suggest themselves as possible markets which would amply 
re-pay development. 


To export successfully a study must be made of the documentary 
technique and consular procedure necessary, of tariffs and commer- 
cial treaties, of ports and terminal facilities, of ocean and land 
transportation, and of foreign exchanges and bankng arrangements. 
This sounds an imposing list, but other people, already including 
many Canadians, have mastered it to their benefit, and their is no 
reason why more Canadians should not do so. In any case, there are 
experts in Britain whose services could be obtained. However, more 
is required than this. There must be a study of the market itself, 
a general idea must be obtained of its climate, history and religion, 
as these will have done much in fashioning the lives and customs 
of the people iconcerned, to whom you wish to sell your goods, and 
whom you must consider at every end and turn. 
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As an example, the writer would avoid using the colour green 
for any apparently base purpose for goods to be sold in a Moslem 
country, because he believes that colour to be especeially sacred to 
Moslems. The conditions of life and customs of the peoples of the 
prospective markets give them their ideas as to what are the neces- 
sities and comforts of life. Their wants must be studied, and dealt 
with, and if you find a want, of which they are not aware, you must 
educate them by advertising and in other ways, so that they may re- 
alize their need, and wish to buy from you the means of satisfying it. 
Their buying power, credit-system and general commercial charact- 
er must be ascertained. The study of overseas markets is a very 
human and social affair, and accordingly must invariably be done 
from close at hand. For this reason, to many men it has become the 
most fascinating study of their lives. 

A prominent Canadian manufacturer, who is exporting his prod- 
ucts all over the world, has recently said the following: 

Canada has hundreds—I was going to say thousands—of things 
she can sell profitably abroad. But her business men have got to 
get out into the countries where they expect business and get to know 
the people before they can expect to make sales. Canada had the 
finest opportunity of any nation in the world during the war. She 
did not take advantage of it.” 

The spirit of the old gentleman-adventurer arrived in Canada 
with the French traders and the Hudson Bay Company. It has 
been alive ever since and flourishes today, so that Canada owes 
much of her greatness and heritage to it. I respectfully submit that 
we need a greater and greater revival of that spirit of the men, who 
explored and developed this country, not entirely because they were 
fortune-seekers, but because of that enterprise and enthusiasm, which 
fires the blood of all gentlemen-adventurers. 

Fcr the preliminary survey of overseas markets there is available 
for Canadian exporters the services of one of the finest systems of 
advance agents in the World. I refer to the 34 Trade Commission- 
ers of the Department of Trade and Commerce. 

They will advise and help in every way regarding advertising, 
terms of credit, financial houses, recovery of debts, and, in fact, in 
every way possible to assist Canadian export trade. The writer has 
made enquiries in numerous directions regardng this service, and he 
has heard nothing else but the highest praise for their unstinted 
and successful efforts and skill, from men who are the most candid 
of critics. 

The Trade Commissioners, however, cannot act as permanent 
agents. They are pathfinders: it is their function to be continually 
opening up new trade. The following-up of the first orders must 
be done by the Canadian exporter himself. May I suggest here two 
directions, in which further enquiry could be pursued, with a view 
to increasing more rapidly the export trade of Canadian manufac- 
tured goods: 

(a) Cost accounting and factory organization; 

(b) Organizations for overseas sales service. 

Cost Accounting 

(a) Everyone interested in the cost of manufacturing knows 
that in every concern there are certain heavy overhead expenses, 
which are standing charges and will continue no matter what may 
be the volume of preduction. The greater the quantity of articles 
produced, the more articles there will be to share these overhead 
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expenses, and the cheaper will be the manufacturing cost. In ad- 
dition, more wages will be paid by the manufacturer, and more ma- 
terial will be needed by him, which in its turn will swell the wage 
sheets of other industries. The cheapening in Canada of production, 
and increasing the volume of wages benefits both manufacturers and 
consumers, at home and overseas, but the greatest benefit lies in 
Canada. Many Canadian concerns are making a continual study of 
their manufacturing costs and factory organization. May I suggest 
that all should do so, so that the export prices of Canadian manufac- 
tured goods may be as low as possible, and the volume of our trade 
overseas increased accordingly to the benefit of this Dominion as 
a whole. 
Export Organizations 

(b) Many Canadian manufacturers are too busy with their 
immediate worries to be able to devote sufficient time to a study of 
markets abroad, visits to them, and the organization of an overseas 
sales service. Others have not the money to spare for the expenses 
and capital outlay necessary. However, the solution seems to lie 
in the formation of organizations in Canada specially for the pur- 
pose of exporting Canadian manufactured goods abroad. One or- 
ganization could be formed to market overseas the products of a 
group of concerns in some allied trades. Another could deal with 
those of another group, and so on. There would be some overlapping 
in the products sold abrcad by different organizations, but that could 
be avoided more and more by co-operation and amalgamation among 
them. The larger the range of articles dealt with by one such or- 
ganization, the greater the economy of effort, and the greater the 
convenience for the buyer overseas. He would know that he need 
enly enquire of a few organizations in the nearest great commercial 
centre for every class of article prodweed in Canada. The nuisance 
of correspondence and negotiations with a number of Canadian firms 
would be at an end. These organizations would have branches in 
London, Rio de Janeiro, Cape Town, Bombay, Hong Kong, Sydney, 
and many other places, each with its own group of salesmen, who 
would take part in the local social life and understand the local needs 
and mentality. Such export-organizations would have to be started 
with care, and would have to avoid trying to deal with too wide a 
range of commodities at first. Their branches would be opened only 
after much consideration, and would be gradually extended first to 
one centre and then to another, but they would, I believe, eventually 
solve the overseas marketing problems of many Canadian manufac- 
turers. 

A mistake, which was made a few years ago, and although it 
is certainly rare today, may still be made by some, was for the Cana- 
dian manufacturer to quote a prospective buyer, say in Trinidad, the 
ex-warehouse price in Canada. The man in Trinidad then had to 
work out what it would cost him in the way of freight, insurance, 
and other transportation charges to get the goods to Port of Spain, 
and usually he would tend to over-estimate them, in order to protect 
himself. At the same time an exvorter from the U.S.A. had given 
him a “C.LF.” (Cost Insurance Freight) quotation, which covered 
the ordinary selling price and all transportation and other charges 
up to the moment the ship put the goods over her side in Trinidad. 
The buyer knew exactly where he stood with the second, and it was 
usually less than the first, which was probably an over-estimate. 
As a result he accepted the quotation from the U.S.A. With special 
export organizations hardling the sales overseas, all of the details 
for making a “C.I.F.” quotation would be handled by them, and the 


157 





COST AND MANAGEMENT 


prospective buyer, the man who must be considered first, would know 
exactly where he stood without any trouble. 

May I conclude with an example to show what a development 
in export trade can do for employment? In 1914 the Torrington 
Company Ltd. commenced manufacturing knitting-machine needles 
in Upper Bedford, P.Q. They installed the latest machinery and 
turned out the best quality of needle possible. Their needles cost 
more than others, but bill-owners soon found out that they saved 
on them. Their needles had fewer breakages and so resulted in 
less seconds, less wasted time, and more production. The Torrington 
Company went into the export trade and now sell the greater portion 
f their production in the British Isles, Germany, China, Japan, 
India, Australia, and in fact nearly every country in the world. 
Their employees have increased as follows: 

De SOE | MNO IN eo iyo. 60 ores nigwik erased bob eee ea esas 
RE GE I INS fag ag) 516 Sec one Gide cecoesedebocsers 

Canada has an excellent good-will toward her throughout the 
British Commonwealth, and, as a result of the stand she took and 
the part she played in the Great War, her name is held in the highest 
respect in many other countries besides. I submit that we should 
take full advantage of this. I suggest that all Canadians, who have 
not done so already, should study to see how we can manufacture 
new products for expert, and develop the present and search out 
further markets overseas in which to sell them. Canada can look 
forward as a great industrial country to becoming, eventually, the 
dominating partner of the British Commonwealth. 
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HAMILTON 


Reported by R. Dawson. 





The closing meeting of the Hamilton Chapter was in the form 
of a dinner meeting at the Royal Connaught Hotel on Thursday, 
April 7th and viewed from any angle was a complete success. The 
attendance was very good, the dinner also, and the speaker, Mr. 
Martin L. Pierce of The Hoover Company, North Canton, Ohio, was 
excellent. In addition is was very pleasant to have with us Mr. Mc- 
Kague, our general secretary, Mr. Kris. A. Mapp, chairman of the 
Toronto Chapter, Mr. W. M. Lane, vice-chairman of Toronto Chapter, 
and Mr. F. E. Brooks, also of the Toronto Chapter. 

Mr. Pierce, who was introduced to the gathering by secretary 
Dawson, spoke on Sales Statistics and their relation to Budgetary 
Control. His address will be reproduced in Cost andl Management 
at a later date but it is as well to note that every one present heart- 
ily enjoyed his talk which was something just a little different from 
previous talks. The retiring chairman, Alan J. Mouncey, occupied 
the chair which he turned over to the new chairman, A. E. Keen, C.A. 
Mr. Keen voiced his pleasure at the honor which had been conferred 
upon him and urged ‘all members to get right behind the new execu- 
tive and assist them in building up the Chapter. 
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Mr. Mapp and Mr. Lane also spoke, as did Mr. G. E. F. Smith, 
honorary secretary of the Society who was in his usual humorous vein. 

On Thursday, April 28th, the new executive met and decided to 
split the Chapter up into various committees. The chairman of these 
committees will be members of the executive but the other members 
of the committees will be drawn from the membership ‘at large. In 
this manner it is hoped to stimulate interest in the doings of the 
Chapter throughout the summer. The following chairmen were elect- 
ed:—Membership, Harold P. Wright; Entertainment, C. W. Berquist; 
Programme, Frank Moffat; Attendance, O. H. Menzel; Educational, 
K. M. Horton. 

The executive plan to hiold several get together affairs during the 
summer months and golf clubs are already being looked up in an- 
ticipation of the annual tournament. Certainly the new executive 
are going about their business in a most workmanlike manner and 
the members generally can look forward to a real season later on. 
In the meantine the social welfare of the members is not bieng over- 
looked and more in this connection will be announced later. 





CENTRAL ONTARIO 
Reported by Carl R. Dorschell, secretary-treasurer. 


The final meeting of Central Ontario Chapter’s 1931-1932 pro- 
gramme was held at the Kress Hotel, Preston, on Thursday, April 
14, 1932 at 7 p.m. This concludes our Chapter’s activities until the 
autumn. The dinner served in conjunction with this meeting was a 
credit to the Kress Hotel. The cuisine and service being excellent. 
The meeting was fairly well ‘attended, guests being present from 
Toronto, Guelph, Kitchener, Preston and Galt. 

Mr. W. T. Brickenden of Thorne, Mulholland, Howson & McPher- 
son of Toronto, was the speaker of the evening ad his subject was: 
“Preparing to Install a Cost System.” 

In his opening remarks Mr. Brickenden said that the subject of 
his talk was not exactly rirht, however this didn’t seem to be any 
handicap to him. After telling a few humorou incidents as regards 
to cost systems, the speaker soon got down to business. He stated 
that as a mechanical engineer it was his work to trace down and 
discover items that were increasing costs and which were entirely 
beyond the control of the cost accountant. The industrial engineer 
was the one to see that the building was suitable for the purpose in- 
tended, that the arrangement of machines was proper, that the type 
of machine in use were economical and efficient, that materials of 
proper quality were beig used, that pnoper time studies of the varoius 
phases of work were made and utilized and that whereever possible 
or feasible wage incentive plans should be adopted. These items 
and many others, he stated, affected the cost of articles made and 
that in the majority of cases these items were beyond the control of 
the cost accountant but in many cases the management put the blame 
on the cost department for high costs, whereas the faulty is in the 
shop. At the conclusion of his talk Mr. Brickenden was called upon 
to answer a number of questions relative to his talk. 

A vote of thanks was extended to Mr. Brickenden and with it an 
invitation to come and address us again at a future date, so that he 
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would be enabled to go into more details on this interesting subject. 
This is the first industrial engineering talk our chapter has had for 
some time ad judging from the favorable comments heard after the 
meeting a few more talks along similar lines would be appreciated 
by our members. Talks of this nature would help to interest others 
than cost accountants and would help to expand the membership of 
our society. 
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